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May 31, 2005
Ms. Marlene H. Dortch
Secretary NNt
Federal Communications Commission Lbosie] .0 OO 0, HENAY
445 12t Street, SW R

Washington, DC 20554

Dear Ms. Dortch:

Attached please find the Independent Accountanis Report by GSAssociates which Xtension Services Inc. is
required to submit to the FCC per the requirements of 47 CF.R. Section 64.1310, as discussed in the FCC
Report and Order released on October 3, 2003 in the above docket.

Please let me know if you have any questions.

Sincerely,

A Al

Dawvid H. Amis
Execntive Vice President and CFO
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Independent Auditor’s Report
System Audit Report

Board of Directors
Xtension Services, Inc.

We have examined Xtension Services, Inc.’s compliance with FCC Order 03-235. during the
Company’s fourth quarter period October 1, 2004 through December 31, 2004. Management is
responsible for Xtension Services, Inc.’s compliance with those requirements.  Our responsibility
is to express an opinion on Xtension Services. Inc.’s compliance base on our examination.

Our examination was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants and. accordingly. included examining. on a
test basis, evidence about Xtension Services, Inc.’s compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances. We believe
that our examination provides a reasonable basis for our opinion. Our examination does not
provide a legal determination on Xtension Services, Inc.’s compliance with specified
requirements,

In our opinion, Xtension Services, inc. complied. in all material respects, with the aforementioned
requirements for the period mentioned through December 31, 2004.

Xtension Services, Inc. has engaged Billing Concepts. Inc. (BCI) to process compensation to
Payphone Service Providers (PSP’s). included herewith, and made part of this report, is BCH's
auditors” report concerning their compliance with FCC Order 03-2335.

The description of policies & procedures concerning DAC at Xtension Services, Inc. as of
December 31, 2004, as well as information concerning tests of the operating effectiveness
includes the period of October 1, 2004 to December 31, 2004. Future projection of such
information is subject to the inherent risk that, because of change, the description may no longer
portray those procedures in existence. The potential effectiveness of specific controls at Xtension
Services, Inc.is subject to inherent limitations and, accordingly, errors or fraud may occur and not
be detected. Furthermore, the projection of any conclusions, based on our findings, to future
periods is subject to the risk that. (1) changes made to the system or controls, (2) changes in
processing requirements, or (3) changes required because of the passage of time may alter the
validity of such conclusions.

This report is intended solely for the information and use of Xtension Services, and is not
intended to be and should not be used by anyone other the specified party.

éﬂ i (YK
A7,
GSAssociates
May 25, 2005

1200 Old Adpharenia Rowd
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Overview of System Audit Requirements

This System Auvdit Report is a resalt of a recent FCC Oeder (03-235). effective July 1.
2004, requiring Interexchange Carriers ¢EXC7s) and Switch Based Resellers (SBR™s) to
establish and maintain a comprehensive Call Tracking Svstem (CTSy which accurately
reports and compensales Payphone Service Providers (PSPs),

Fhe Onder calls Jor an mdependent third party audit report i conformity with AICPA
standards. The independent auditor’s report shall conciude whether the SBR complied.
i all material respects. with the factors set torth (below) regarding the C1S as follows:
Iy Whether  the  SBR's procedures  accurately  reflect the
Commussion’s  rules. including  the  attestation reporting
reguiremients.
2y Whether the SBR has a person or persons responsible for
tracking.,  compensating. and  resolving  disputes  concerning
pay phone completed calls,
3) Where the SBR has effective data monitoring procedures.
4y Whether the SBR adheres to ostablished protocols to ensure that
any soltware. personnel or any other network changes do not
adversely affect its payvphone call tracking abibity,

3 Whether the SBR has crated a compensable payvphone call tile by
matching call detail records against payphone identifiers.

0y Whether the SBR has procedures 1o incorporate call data into
required reports.

7y Whether the SBR has implemented procedures and  controls
needed 1o resebve disputes,

8) Whether the independent third-party auditor can test all critical
controls and procedures to verify that crrors are msubstantial.
and

9) Whether the SBR™s have adequate and effective business rufes
for implementing and payving payphone compensation.

1200 O1d Alphiretta Road
Alpharetta. GA 30002
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Audit Process & Procedures

Our audit reports o the fiest four (40 factors listed in the Order. The guidelines used to
conduct and prepare the report are established in the AICPAs Statements on Standards
for Attestation Fogagements {(SSALL specificallv. SSAL 100 AT Section 101 Atiess
Lngagcements and A1 Section 601 Complivace 1itestation.

those sumdards required that we:
£y Have adequate technical traming and proticiency in the attest fuaction,
2y Perform the attest function usimg practitioners having adequate knowledge of
the subject matter.
Evaluate the subject matter agamst suitable criteria such as:
a) Oibjectivity - Tree of bias
by Measurabiliny - reasonable consistent measurements. qualitative or
quantitative. of subject matter.
¢) Completencss - sulficiently complete so that relevant factors that
woukd alter a conclusion about subject matter are not onutted.
dy Refevance - eriteria relevant to the subject matter.
41 Maimain an Independence mental attitude inall matters relating o the
cngagement.
3 bBxercise Due professional care in the planning and performance ot the

et
N

chgagement.
&) Obtain sufticient evidenee o provide reasonable basis lor our conelusion
cxpressed in the report,

Because Xtension Serviees has engaged a clearing house for processing compensation for
the PSP's, factors five (5) through nine (9) of the Order are subject (0 the AICPA™S
Statement on Auditing Standards (SAS) 70 - Reports on Processing of Transactions by
Service Organizations.  The clearing house is required (o ensage an auditor to issue a
comphiant report regarding the remaining five (33 factors of the Order. That report s
included herein and 1s herehy made part of our report.

Xtension Scervices doos not own, nor operate a switch,  As such the company 1s not a
Switch Based Reseller (SBR). but instead. simply a switchless reseller. Thus items
refated to a switch do not apply to Xtension Services and are not and cannot be a part of
this audit. as they are not auditable. Notwithstanding, Xtension Services maintains
policies & procedures to meet FOC compliance regarding DAC.

1200 Od Alpharetta Roud
Alpharetta ey 300038
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DAC Policies & Procedures

Atension Scervices has established and documented policies & procedures specifically in
compliance with the Dial Around Compensation FCC order. These include. but are not
limited to:

b. Backup Policy

2. Core Security / Critical Data Requirements Policy
3. Detect Tracking Process

40 Software Quabity Testing Process

3. Change Control Policy

6. Haost 2 Server Security Poliey

7. Password Policy

8. Log Tracking & Archive Process
9. Physteal Security Policy

HO, Entormation Access Controt Polics
I Moenttoring Policy

12, Tirewall Polies

FCC Relevant Rules Accurately Stated

Xtension Services bas established. defined and documented in accordunce with relevant
FOC Rules cach of the tollowing:

s Per-call rate.

+  Per-phone requirements.

«  Calls included as compensable calls

«  Detinition ol completed call.

+  Reporting requirements,

» Late pavments per RS overpayment raie.

«  Data Storage Requirements.

Responsible Dedicated Staff

Xtenston Services {aleng with their clearing house — Bilting Concepts. Inc.) has dedicated
staft responsible for tracking. compensating. reporting and resolving disputes concerning
completed calls as follows:

1. Kevin Emch, Director of Information Services for Xtension Services, is respensible for the
Company’'s billing system which collects & processes call data and generates CDR's
which are subsequently transmitted to customers who then pay the PSP's

2. David Amis, EVP & CFO for Xtensien Services is responsibie for compensation file
delivery and payment to Billing Concepts.

3. Peggy Gaitan, from Billing Concepts is responsible for dispute resolutions, if any.

1200 Ol Alpharetta Rowd
Alphareita, O 305
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Data Monitoring Procedures

Xtension Services has developed a svstematic reporting process to generate monthly and
quarterly reports on pay phone call counts, PSP identities. numbers called. and infodigits
wsed.

These reports retlect:
a) Trends of switeh traltic volumes entering their pavphone compensation systems.
by Possibic fraud on potential illegitimate payphone calls.
¢i Trends of exeluded calls.
d) The capability to develop customized reports to help resoive disputes.
¢} Capacity for other appropriate trending reports.

Established Security Protocols

Xiension Services has implemented sccurity protocols to Timit access to call tracking
systems ina controlled environment to authorized personnet,

Monttoring tracking systems have been installed to Timit aceess 1o the company’™s call
tracking system.

Access to compensation svstems 1s controlled and monttored as well as himited to
authorized personnel through security measures which have been implemented.

Dispute Resolution Procedures

Disputes. 1f any. are handied by Billing Concepts Ine. (BCT hecause they perform the
pavments to the PSPs,

As a clearinghouse. BCE will conduct procedures 1o match the completed call details.
from the PBX log. to the ANI database. BCU will also perform all the necessany
communications with cach PSP in regards to the completed cull reporting and the
pavment for completed calls. CFO will, on a quarterly basts. certity that all pavments.
reports, and his sworn statement of pavinent accuracy have been sent.

Any disputes by a PSP will first be reviewed by BCL 1 the pavment was in error and
supporting PBX log data mdicate such. BCT will pertorm the correction. I disputes
required additional supporting data rom Xiension Services. BCT witl inform CIFO. in
writing. of the request tor additional information.  CFO will manage the request n a
timely and expeditious manner. CFO wall then request standard updates al appropriate
intervals by BCHunul the dispute has been resolved.

1200 Otd Alphareita Road
Alphasettn GA 30008
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Compensable Payphone Call File Creation

Xtension Services has submitted data 1o reflect standard extract from their PBX log.
GSAssociates determined that this lile contained all the necessary data to pertorm the
AN match and the detatled reports for compensation to cach separate carrier,

Findings

Ntension Services is a switchtess reseller with three (3) inbound carricrs.  As a reseller
the Company has no outbound carriers. The Company has approximately 8.732 mbound
Foll Pree Numbers. Jor which Xtension Serviees maintains contractual agreements with
cach. which specilically address payphone compensation.

CDR™s are currently received from the carriers on CIDs containing electronic [iles.
Xtenston Serviees does not currently bill any of its customers Tor prepaid calling cards or
calls made from payphones.  All pavphone compensation is outsourced (o Billing
Coneepts, Ine (BCT. As aresults all disputes. il any. are resolved by BCL

Phe Company s m tull compliance tor the period audited and compensation has been
appropriately made to the PSP’s tor the period.

12000 O1d Abpharetta Road
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